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Study Summary

This study aims to identify and measure liquidity management and its impact
on financial performance in banks, focusing on liquidity through the cash balance
ratio and financial performance through profitability and capital structure
indicators, represented by the return on assets (ROA), return on equity (ROE),
and total debt ratio. The study was limited to the Al Baraka Group during the
period 2004-2025. It relied on the descriptive analytical approach in addition to
an econometric study, through the use of a set of financial and statistical
indicators to measure the impact of liquidity management on financial

performance.

The econometric results, using the multiple error correction model, confirmed
the existence of a long-run equilibrium relationship and cointegration, where
liquidity and financing resources positively affect financial performance. On the
other hand, temporary inverse interactions appeared in the short run, which
confirms the traditional banking dilemma that excessive holding of idle cash

liquidity inevitably leads to a decline in the bank’s current profitability.

Keywords: Liquidity Management, Financial Performance, Econometric Study.
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On LDl 5B slaily (sae dadiy PIA (e @lldg clglilat aiad @bl Crag 2 ) sshag
Chdsa) e Al gl SN ey SURYI 13 g o Sl oY) Shdisay Agadl S

(09) by saadl b Leascnss (S Al Ablan]

(2025-2004) 558 9 Ll chdde sl Ailasy) Gatbadl) 1(09) o8y Jgasl

CB RA D RE
Mean 130.10 0.72 21.78 13.21
Median 134.72 0.65 21.49 12.195
Maximum 178.63 1.84 24.69 29.49
Minimum 93.24 0.24 18.29 5.47
Std. Dev. 22.71 0.367 1.705 5.249
Skewness -0.0543 1.625 0.088 1.6017
Kurtosis 2.531 5.279 2.148 5.659
Jarque-Bera 0.211 14.446 0.692 15.883
Probability 0.899 0.000 0.707 0.000
Sum 2862.26 16.05 479.21 290.81
Sum Sq. Dev. 10836.467 2.843 61.073 578.696
Observations 22 22 22 22

Eviews13 zaliy e slael pialall slac) (e 2 jdaal)

Cun (2025-2004) 55 S Gl el Ailasy) Gailadll (09) ady Jsaall o

Jo) dass Janssia 4y s G ¢(130.10) )8 b Jawssia el (CB) elgidly doaiil) yuaia Javus

lehassia als 33 (RE) cilblia¥) Wl ¢(21.78) sai (TD) ailash Jawsias (0.72) Js=(RA)
(13.21)

O ) Bl cgluxall Calad) s s hriall G Cgliie G dgag il cyplil LS
N bl sl Gleiy(TD) 5 (CB) (5yiia o cwin Jarque-Bera laal DA ey calilul)

LY dsine Cunw anlall a3 s(RE) 5 (RA) D aiiy Y ey «%35 (g S Jlain) da
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Laal) Cpiia Gm BTN ddsias 1(10) ad) Jgand

CB RA TD RE
CB 1 0.3620 -0.2280 0.3180
RA 0.362 1 -0.154 0.962
TD -0.228 -0.154 1 -0.260
RE 0.318 0.962 -0.260 1

Eviews13 zaliy Ao aslaeYh cpdlall dlael e @ jaal)
Dle Clawe Cus bl Glyate Gy Dslie blsyl @Ble 35as (10) 23 Jsaall o
o & ¢ (RE)ablaaYly (RA) Jolall dus (e JS (CB) sidly dpaiil) ( dacgic dange
Loyl ADle asag ol cjelsl LS chriall Ay (TD) adlashl (s dden Al ClBle ciyels
Lyl 5 e Ju e (0.962) cialy (RE) cillalaaYls (RA) Jglall dus oy las 58 dunge
Aot ) el dad) Ao ;) g 4l
Dbl i maagi oSa ) M) V) Cbges Agad) Cilydise 8 Lol Chiall Jaam
H(01) &) Galall b A
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Null Hypothesis: Obs F-Statistic  Prob.
RA does not Granger Cause CB 20 1.2041585 0.327347
CB does not Granger Cause RA 0.7415919 0.493031
TD does not Granger Cause CB 20 1.6217098 0.230349
CB does not Granger Cause TD 1.4626657 0.262833
RE does not Granger Cause CB 20 1.2056842 0.326910
CB does not Granger Cause RE 0.8495787 0.447172
TD does not Granger Cause RA 20 0.6610740 0.530706
RA does not Granger Cause TD 5.4117440 0.017004
RE does not Granger Cause RA 20 5.4970884 0.016185
RA does not Granger Cause RE 5.1441577 0.019896
RE does not Granger Cause TD 20 4.5103919 0.029260
TD does not Granger Cause RE 0.8648063 0.441103

. Bviews13 zabiyn e alaeYh gidlall slael (e 1 jaal)

AN 3 D A 35a9 a3 (01) o) aldl 8 Al e dama Ladl) il ek
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50y il ciy Jlad) 3 %.5 Asiedl (g5 e ST JlaaY) ad aes culS Gus (RE)
«(0.017) Jua¥) dad czly 3) ((TD) wilagh s (RA) Jglall ducs (e olad¥) dpslal Gy dDle
On oY) LAl A ADle dga il Copgll WS gl B Joll) L il e Jy e
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i)l Jedbaad) (Bl Ayt JLES) 1(11) a8y Jgaad

TD RE RA CB z 3gaill

0.73 0.01 0.10 | 0.23 Prob ty, Bl 3 gail
072 0.12 0.35 0.18 | Probt, Sz 3gaill BEEN]
- DF

0.75 0.00 0.00 0.13 Prob Jo¥) z 3saill
0.00 0.00 0.00 0.02 | Probt, Bl 3 gail Al
dj)(\

0.00 0.00 0.00 0.00 | Prob t, Sz 3gail
AF

0.00 0.00 0.00 0.00 Prob JsY) z 3sall

Eviews13 cilajyie Je zln Qllall dlae) e 1 jiaall
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Gady @iy ¢ W o3V Cydigag Asand) cp ALY i Ayl e Alsyall sda 3 Joli
diell) Judd) pailiad ga il Lagie Hlas) oSay Ly o VECM) saxiall Uadll moass 73508
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G 22l ) AlS5aY) 5 43ld ¢ puleall daiedl Clgadl) culayy CDlEA) vieg (LOGL) luaall (soumil
(02) &) Galdl DA e damgi Lo Mg cdsaddl juleall o 220 5 odic adiad
VAR(P) zisail ,alill daje 30a3:(02) a8y salal

Lag LogL LR FPE AIC SC HQ
0 -158.927 NA 139.992 16.292 16.491 16.331
1 -118.451 60.71472* 12.64049  13.84511 14.84084* 14.03949

2 -95.4997439 25.24651  7.973060* 13.14997* 14.94229  13.49985*

Eviews]3zaliy Ao alaie Wb godlall alae) (a1 jauaal)
ol e ol dsp of o ulad) alaes Al dags laal (02) &) Gald) ghils
Z3saill oy A lgle sy ) ) 55l Wlael p= 2
Omilasa laal -2
el Ay sty LekalSs day o Capailly Al Jedladl il Ao Jgaanll sa
Lunp b 3 (03) &) galdl PlA (e dsaiag (Sa A uailasa las) ehal (Ka ((P=2)
iaall Jolall dBle b alall slat¥) e ae culill 35ags (VAR) L aladl oladV) 4850 Gl
.(CE)
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Unrestricted
Cointegration

Rank Test
(Trace)
Hypothesized Trace 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Value  Critical Value
0.86139179053 72.2402216333 47.8561271579 6.35232451708
None * 52818 1101 9575 4472e-05
0.70376486657 34.6942463432 29.7970733405 0.01260039785
At most 1 * 84796 7891 924 940695
0.45581540048 11.5788127069 15.4947128760 0.17827521314
At most 2 31495 0682 4062 35364
0.00094399691 0.01794441242 3.84146549826 0.89331527210
At most 3 3726907 89841 895 09499

Trace test indicates 2 cointegrating equation(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted
Cointegration

Rank Test
(Max-
eigenvalue)

Hypothesized Max-Eigen 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Value  Critical Value
None * 0.8613 37.5459 27.5843 0.0019
At most 1 * 0.7037 23.1154 21.1316 0.0259
At most 2 0.4558 11.5608 14.2646 0.1282
At most 3 0.0009 0.0179 3.8414 0.8933

Max-eigenvalue test indicates 2 cointegrating equation(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

. Eviews13zaliy Ao sl i) slae) o 1 jhaall

(Trace Y1 dilas) DA (¢l «Johansen Cointegration Test Laal B < yelil
iiall Jalsall 3i8le 25a9 (Max—Eigen Statistic) alaell 45120 dell A8las) (iStatistic)
paas AL aell Gaap iy AV Lok m ity Cus %5 Lisine (sine die Al Cuiia o
Lol (e ST Ciela (72.24) 4 Trace ddlas) dad o @iy s JalSs iDle gl 25ag
JalSs Al gag A by & WS L0.05 e S8 Ldlas) ded ae (47.85)2 52all dajall
& +(29:79) danl daill e €1 ay (34.69) Aflasy) dad il 3 i saaly il
Lol o S Cnsal dilany) dad oY cddall JalSll (EDIe d5ap dada by S ol cilial
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Cun oz o) (el alaedl 3513 dad)l lod) mit xSl a8 (At most 2). duajd vie dajall
Lip zisall chitie o) Joill oSe ey bl oo idall JalSall gatie dsag ) sl
Dl Jlas 4 Vector Error Correction Model  alaaia) ) yu L cda¥) Al A5 ey

Al Jae il o A€ulial)

(VECM) ssxial) Undl) sl zz dgad a1 G culbaal)

il s Al duhall chyaial VAR al€s 6 (VECM) Uadll s 3500 LS (S
Glajie cilS (P=2)c spally (VAR) zigail Jfiddl 5alill da)0 3083 2ey5 (TCCB(RACRE)

(04) 23 alal) & daiage Eviews]3 malin

Cointegrating Eq: CointEql CointEq2
RE(-1) 1 0
RA(-1) 0 1
CB(-1) 0.069242 0.00328
0.0356765 0.002818
[1.94084] [1.16689]
TD(-1) 1.2811895 0.05413169
0.4413451 0.03486630
[2.90292] [1.55255]
C -49.4120839 -2.293399
Error Correction: D(RE) D(RA) D(CB) D(TD)
COINTEQ1 -1.6216 -0.0360 21.628 -0.6288
2.4705 0.1591 19.9024 1.0397
[-0.65638] [-0.22650] [1.08671] [-0.60480]
COINTEQ2 20.7829 0.3489 -268.1203 5.0195
30.2713 1.9503 243.8612 12.7396
[0.68655] [0.17892] [-1.09948] [0.39401]
D(RE(-1)) -0.8565 -0.0860 -16.0784 0.1741
1.5093 0.0972 12.1591 0.6352
[-0.56752] [-0.88526] [-1.32234] [0.27413]
D(RE(-2)) -1.6460 -0.1113 -5.5529 0.3079
0.6306 0.0406 5.0804 0.2654
[-2.61000] [-2.74115] [-1.09301] [1.16031]
D(RA(-1)) 11.4770 1.1605 217.1843 -0.0851
20.7758 1.3385 167.3665 8.7434
[0.55242] [0.86701] [1.29766] [-0.00974]
D(RA(-2)) 25.5663 1.6846 57.6757 -4.4220
7.9572 0.5126 64.1021 3.3487
[3.21297] [3.28591] [0.89975] [-1.32049]
D(CB(-1)) -0.0176 -0.00018 -0.6243 0.0330
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0.0884 0.0056 0.71254 0.0372
[-0.19982] [-0.03366] [-0.87628] [0.88710]
D(CB(-2)) -0.1028 -0.0076 -0.6894 0.0062
0.04170 0.0026 0.3359 0.0175
[-2.46730] [-2.85620] [-2.05214] [0.35406]
D(TD(-1)) 0.4731 0.0123 -6.1824 -0.3239
0.8002 0.0515 6.4464 0.3367
[0.59126] [0.24043] [-0.95904] [-0.96197]
D(TD(-2)) 0.5073 0.0124 -8.0647 -0.4502
0.6421 0.0413 5.1732 0.2702
[0.78999] [0.30195] [-1.55893] [-1.66612]
C -0.5183 -0.0521 -7.3127 0.3271
0.7004 0.04513 5.6428 0.2947
[-0.74003] [-1.15630] [-1.29593] [1.10966]
R-squared 0.9130 0.8999 0.4668 0.6910
Adj. R-squared 0.8043 0.7748 -0.1996 0.3048
Sum sq. resids 34.2746 0.1422 2224.3021 6.0704
S.E. equation 2.0698 0.1333 16.6744 0.8710
F-statistic 8.39937 7.196070 0.70039 1.789206
Log likelihood -32.56452 19.53684 -72.20604 -16.1202734
Akaike AIC 4.58573 -0.89861 8.75853 2.85476
Schwarz SC 5.13251 -0.351834 9.3053 3.40154
Mean dependent -0.181052 -0.02789 -1.57105 0.11421
S.D. dependent 4.67933 0.28108 15.22362 1.0447
Determinant resid covariance (dof adj.) 0.10914
Determinant resid covariance 0.003430
Log likelihood -53.92621
Akaike information criterion 11.150128
Schwarz criterion 13.73490
Number of coefficients 52

Eviews]3zaliy Ao alaie¥h podlall slac) (a1 jaaal)
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e «JaY) Algh Al ey Jag i Auhal) i of il K5 Aale ddassTD 5 CB ¥ aledl
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Al Ugaad) 5355 o 530S Aoy 2t ) Bl @il dagls ) Glld gy L L) oY)
Asahally AL fra e Ll Hlena s Jisall cililee
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Lbgall il el ool 508 5ab) (8 aaluy adlaglly Absall Dlgall aas & Un))

GSle 3l e il K TD il o sany sl clailadl e Lolasl (eSat Lo gy )yl
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ol e 4iagne o Bliall Lo bl 5,85 Joadll aal) ol dphain) (Sas L sy

oo IS (Ao L Lginag W il D(CB(=2)) _ssiall Jaws 38«53 apea)ll dacally Ll

&) @i B Al Gl DA gl e dadipe Glgiee Bl of J) ud L RARE

ChLEY) b 5ol gl pieg Jlsa¥) (e sia dead Cane ddlal) sl (8 Aol (mlias)

Agine e Lo dbseca el Ja¥1 8 TD il Ciela (Julial) g - Slall paall cDlsaills

G oo ST Jighall sl o miagl dSa jeda ailagll o Avgaal S of e Ju L ey
il

Ugaaadl chrie G Ja¥) dlgh 495l8 ADle a9a9 VECM ziga =il S5 cdale days
ol IS Lbgall lgally Lawll Agaud) f5 Cus dainpadl A0 degena il JW Y
el a9 o daY) Byl Dl CaiSE s 8 skl aal) e W) el dayll e
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Null Hypothesis: Obs F-Statistic ~ Prob.
RA does not Granger Cause CB 20 1.2041585 0.327347
CB does not Granger Cause RA 0.7415919 0.493031
TD does not Granger Cause CB 20 1.6217098 0.230349
CB does not Granger Cause TD 1.4626657 0.262833
RE does not Granger Cause CB 20 1.2056842 0.326910
CB does not Granger Cause RE 0.8495787 0.447172
TD does not Granger Cause RA 20 0.6610740 0.530706
RA does not Granger Cause TD 5.4117440 0.017004
RE does not Granger Cause RA 20 5.4970884 0.016185
RA does not Granger Cause RE 5.1441577 0.019896
RE does not Granger Cause TD 20 4.5103919 0.029260
TD does not Granger Cause RE 0.8648063 0.441103
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Lag LogL LR FPE AIC SC HQ
0 -158.927 NA 139.992 16.292 16.491 16.331
1 -118.451 60.71472* 12.64049  13.84511 14.84084* 14.03949

2 -95.4997439 25.24651  7.973060* 13.14997* 14.94229  13.49985*
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Unrestricted
Cointegration

Rank Test
(Trace)
Hypothesized Trace 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Value  Critical Value
0.86139179053 72.2402216333 47.8561271579 6.35232451708
None * 52818 1101 9575 4472e-05
0.70376486657 34.6942463432 29.7970733405 0.01260039785
At most 1 * 84796 7891 924 940695
0.45581540048 11.5788127069 15.4947128760 0.17827521314
At most 2 31495 0682 4062 35364
0.00094399691 0.01794441242 3.84146549826 0.89331527210
At most 3 3726907 89841 895 09499

Unrestricted
Cointegration

Trace test indicates 2 cointegrating equation(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Rank Test
(Max-
eigenvalue)

Hypothesized Max-Eigen 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Value  Critical Value
None * 0.8613 37.5459 27.5843 0.0019
At most 1 * 0.7037 23.1154 21.1316 0.0259
At most 2 0.4558 11.5608 14.2646 0.1282
At most 3 0.0009 0.0179 3.8414 0.8933

Max-eigenvalue test indicates 2 cointegrating equation(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
*MacKinnon-Haug-Michelis (1999) p-values
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Cointegrating EQ: CointEql CointEg2
RE(-1) 1 0
RA(-1) 0 1
CB(-1) 0.069242 0.00328
0.0356765 0.002818
[1.94084] [1.16689]
TD(-1) 1.2811895 0.05413169
0.4413451 0.03486630
[2.90292] [1.55255]
C -49.4120839 -2.293399
Error Correction: D(RE) D(RA) D(CB) D(TD)
COINTEQ1 -1.6216 -0.0360 21.628 -0.6288
2.4705 0.1591 19.9024 1.0397
[-0.65638] [-0.22650] [1.08671] [-0.60480]
COINTEQ2 20.7829 0.3489 -268.1203 5.0195
30.2713 1.9503 243.8612 12.7396
[0.68655] [0.17892] [-1.09948] [0.39401]
D(RE(-1)) -0.8565 -0.0860 -16.0784 0.1741
1.5093 0.0972 12.1591 0.6352
[-0.56752] [-0.88526] [-1.32234] [0.27413]
D(RE(-2)) -1.6460 -0.1113 -5.5529 0.3079
0.6306 0.0406 5.0804 0.2654
[-2.61000] [-2.74115] [-1.09301] [1.16031]
D(RA(-1)) 11.4770 1.1605 217.1843 -0.0851
20.7758 1.3385 167.3665 8.7434
[0.55242] [0.86701] [1.29766] [-0.00974]
D(RA(-2)) 25.5663 1.6846 57.6757 -4.4220
7.9572 0.5126 64.1021 3.3487
[3.21297] [3.28591] [0.89975] [-1.32049]
D(CB(-1)) -0.0176 -0.00018 -0.6243 0.0330
0.0884 0.0056 0.71254 0.0372
[-0.19982] [-0.03366] [-0.87628] [0.88710]
D(CB(-2)) -0.1028 -0.0076 -0.6894 0.0062
0.04170 0.0026 0.3359 0.0175
[-2.46730] [-2.85620] [-2.05214] [0.35406]
D(TD(-1)) 0.4731 0.0123 -6.1824 -0.3239
0.8002 0.0515 6.4464 0.3367
[0.59126] [0.24043] [-0.95904] [-0.96197]
D(TD(-2)) 0.5073 0.0124 -8.0647 -0.4502
0.6421 0.0413 5.1732 0.2702
[0.78999] [0.30195] [-1.55893] [-1.66612]
C -0.5183 -0.0521 -7.3127 0.3271
0.7004 0.04513 5.6428 0.2947
[-0.74003] [-1.15630] [-1.29593] [1.10966]

~95~




R-squared 0.9130 0.8999 0.4668 0.6910
Adj. R-squared 0.8043 0.7748 -0.1996 0.3048
Sum sq. resids 34.2746 0.1422 2224.3021 6.0704
S.E. equation 2.0698 0.1333 16.6744 0.8710
F-statistic 8.39937 7.196070 0.70039 1.789206
Log likelihood  -32.56452 19.53684 -72.20604 -16.1202734
Akaike AIC 458573 -0.89861 8.75853 2.85476
Schwarz SC 5.13251 -0.351834 9.3053 3.40154
Mean dependent  -0.181052 -0.02789 -1.57105 0.11421
S.D. dependent 4.67933 0.28108 15.22362 1.0447
Determinant resid covariance (dof adj.) 0.10914
Determinant resid covariance 0.003430
Log likelihood  -53.92621
Akaike information criterion  11.150128
Schwarz criterion 13.73490
Number of coefficients 52

~96~




